Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Text 

LIMITED OFFICIAL USE 

PAGE 01 MEXICO 13882 240015Z 
ACTION ARA-14 

INFO OCT-01 ISO-OO AGRE-00 SP-02 ICA-11 AID-05 EB-08 
NSC-05 TRSE-00 SS-15 STR-07 OMB-01 CEA-01 CIAE-00 
COME-OO FRB-03 INR-10 NSAE-00 XMB-02 OPIC-03 
LAB-04 SIL-01 L-03 H-01 PA-01 /098 W 

091101 240806Z/10 

R 230009Z AUG 78 
FM AMEMBASSY MEXICO 
TO SECSTATE WASHDC 2224 
INFO TREASURY WASHDC 


LIMITED OFFICIAL USE MEXICO 13882 
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TAGS: EFINMX 

SUBJECT: PRICES CONTINUE TO RISE; CREDIT TIGHTENED 

1 . SUMMARY. THE WHOLESALE AND CONSUMER PRICE INDICES 
INCREASED 1.95 PERCENT AND 1.1 PERCENT. RESPECTIVELY, 

FROM JUNE TO JULY. THIS PLUS CONTINUED GROWTH IN THE 
MONEY SUPPLY HAS LED BANK OF MEXICO TO TIGHTEN CREDIT BY 
REQUIRING A FIVE-BILLION PESO SPECIAL SIX-MONTH DEPOSIT 
FROM THE PRIVATE BANKS. THIS IS THE FIRST MONETARY 
MEASURE IN RECENT MONTHS TO DEAL WITH THE CONTINUING 
INFLATION PROBLEM. END SUMMARY. 

2. THE NATIONAL CONSUMER PRICE INDEX WAS 339.7 IN JULY, 

18.3 PERCENT ABOVE THE JULY 77 FIGURE AND 10.2 PERCENT 
ABOVE THE DECEMBER 77 FIGURE. THE MEXICO CITY WHOLESALE 
PRICE INDEX FOR JULY 

WAS 595.8, UP 17.3 PERCENT FROM 

TWELVE MONTHS EARLIER AND 12.5 PERCENT ABOVE THE DECEMBER 
1977 FIGURE. THE AVERAGE MONTHLY INCREASE OF CPI AND WPI 
IN 1978 HAS BEEN 1.4 PERCENT AND 1.3 PERCENT, RESPECTIVE- 
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LY. THERE IS NO APPARENT DOWNWARD TREND WHICH WOULD 
INDICATE VIRTUALLY NO SUCCESS IN THEIR STABILIZATION 
EFFORTS AS MEASURED BY THIS KEY INDICATOR. CONTINUATION 
OF THE AVERAGE MONTHLY INCREASES WOULD RESULT IN 20 PER 
CENT INCREASES IN THE CPI AND WPI DURING 1978, CONSIDERA- 
BLY ABOVE THE TARGET OF 15 PERCENT. 
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3. APPARENTLY IN RESPONSE TO CONCERN OVER THE INFLATION 
RATE, THE BANK OF MEXICO RECENTLY AND WITHOUT PUBLICITY 
LEVIED A FIVE BILLION PESO DEPOSIT REQUIREMENT ON THE 
PRIVATE BANKS. THE FUNDS ARE TO BE FROZEN IN A SPECIAL 
ACCOUNT AT THE CENTRAL BANK FOR SIX MONTHS. THIS MEASURE 
ALSO REFLECTS CONCERN OVER THE RAPID INCREASE IN THE 
MONEY SUPPLY. CURRENCY IN CIRCULATION OUTSIDE THE BANK 
OF MEXICO INCREASED 25 PERCENT IN THE TWELVE MONTH PERIOD 
TO END-IULY. SIGHT DEPOSITS HAVE BEEN GROWING AT A FASTER 
RATE. THE MONEY SUPPLY INCREASED 34 PERCENT TO END-MAY, 

MCANINCH 
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